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U.S. Economy Softens;
Inflation Worsens
The U.S. economy (gross domestic
product, GDP) shrank at a pace of 1.5%
in the opening quarter of 2022, following
strong growth of 6.9% in the fourth
quarter of 2021. The decline is mostly
attributed to a sell-off of inventory and
is a re-balancing of sorts after strong
inventory accumulation of the previous
quarter. Consumer spending (+3.1%)
held pace and remains above trend as
compared to the pre-Covid economy.
Residential construction was flat again for
the second quarter while non-residential
construction declined for the fourth
consecutive quarter. Exports fell (-5.4%)
and imports (+18%) surged while federal,
state, and local government spending fell
at a pace of 2.7%.
With inflation at a 40-year high, supply
chain disruptions, and the onset of war
in Ukraine with its resultant commodity
market price spikes, U.S. economic
growth is expected to slow to 1.7% in
2023. Indeed, a non-trivial number of
economic analysts, brokerage houses, and
banks are anticipating a recession in 2023.
The Federal Reserve has begun to take
stronger steps to combat inflation than
were considered a few months ago. With
consumer inflation (8.6%) and producer
inflation (10.8%) running at 40-year
highs, expect the Fed to aggressively hike
short-term interest rates through the
remainder of the year. Further, the Federal
Reserve has ended purchases of Treasury
securities and mortgage-backed securities
(the so-called “taper”) to begin undoing
the quantitative easing and easy monetary
policy that defined Fed policy in the
Covid era. Inflationary expectations are
beginning to become entrenched, thus,
requiring more forceful anti-inflation
policy. Market participants are expecting
the short-term interest rate set by the Fed
to approach 4% by mid-2023.
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Slowing Regional Growth
Expected
The Savannah area business forecasting
index surged 5.9% (26% annualized)
during the first quarter. The leading
index increased to 182.5 from 172.3.
The gain primarily reflects momentum
from improvement in the labor market,
even though first-time claims for
unemployment insurance did increase at
the end of the quarter. Housing market
indicators were generally favorable.
With respect to the labor market,
the number of initial claims for
unemployment insurance (UI) increased
24% from 630 to 784 during the previous
quarter. Accordingly, the seasonally
adjusted unemployment rate recorded a
one quarter increase to 3.3% from 3.2%.
The unemployment rate was 4.8% in the
first quarter of 2021.
In the housing market, the seasonally
adjusted number of single family homes
permitted for construction increased 10%,
reversing the 16% decline in the fourth
quarter. The number of permits issued
increased to 651 from 590 units in the
previous quarter. The average valuation
per single family unit decreased 1.7% to
$259,000 from $263,000.

The surging forecasting index is reading
artificially high primarily because of
favorable momentum in the movement of
UI claims; however, given normalization
of the labor market and increasing UI
claims and the unemployment rate at
the end of the quarter, the forecasting
index will revert more closely to its longer
term trend in the second quarter and,
therefore, should not be interpreted this
quarter as signaling surging growth in the
regional economy in 2022.
Near-term (six months) prospects for
growth in the Savannah metro economy
are reasonably good. Overall, indicators
of the health of the regional economy
suggest it remains fundamentally
sound, but several important sectors
(logistics and tourism) wavered during
the first quarter. Wage growth was
exceptionally good but was tempered by
a modest shortening of the workweek.
Lastly, Federal Reserve tightening of
monetary policy to fight inflation and
continued supply chain and commodity
price spikes threaten to stall the U.S.
economy. Continue monitoring economic
conditions closely through the remainder
of 2022.

A Note From the Analyst
The Economic Monitor is available by email and at the Center’s website
(research.georgiasouthern.edu/big/big-programs/cbaer/). If you would like to receive
the Monitor by email, please send a ‘subscribe’ message to CBAER@georgiasouthern.edu.

About the Indicators
The Economic Monitor provides a continuously updated quarterly snapshot of the Savannah Metropolitan Statistical Area
economy, including Bryan, Chatham and Effingham counties in Georgia. The coincident index measures the current economic
heartbeat of the region. The leading index is designed to provide a short-term forecast of the region’s economic activity in the
upcoming six to nine months.
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